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This paper aims to analyse the dimensions of 
the European labour market, the dynamics of 
unemployment and the relation between 
labour process and globalization in the 
present context of global economic and 
financial crisis, by taking into account that 
labour markets tend to recover slowly after a 
general slowdown in economic activity and, 
usually, remain behind economic growth, 
unemployment reaching higher levels than 
before the crisis. The analysis is based on a 
set of specific labour market indicators that 
will underline the labour market policies and 
measures that need to be adopted in order to 
increase labour productivity, with positive 
effects on long-term economic development. 
Thus, as consequence of the present world 
economic and financial crisis, both developed 
and developing economies are facing 
massive adjustments of the labour markets, 
due to increasing number of unemployed 
persons and increasing level of poverty. 
Labour market policies should therefore play a complementary role 
in the answer to the crisis, along with other macroeconomic policies, 
in order to maintain labour demand by creating new jobs, 
maintaining the existing ones and improving the possibilities of 
employment for unemployed persons through improving the 
compatibility between labour demand and supply. 
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Introduction 
Starting with the second half of 2007, the current world
economic crisis has passed from the collapse of the
financial sector in United States to a global slowdown of
economic growth, having a major impact on the world
economy, especially on labour markets. Global
macroeconomic imbalances, poor risk management
practices and weak financial regulations and supervision
are several factors that have contributed to the financial
crisis (Kenc & Dibooglu, 2010). Therefore, due to financial
globalisation and asymmetric distribution of investment
opportunities, the world economy has passed through
major macroeconomic imbalances since the mid-1990s.   
The increase of uncertainty and rapid change of economic
conditions has become the basic environment for
European labour markets and labour market policies
(Zanetti & Thomas, 2009). The increase of working
immigrant flows together with intra-EU mobility as a
consequence of the two EU enlargements represent the
main factors that have generated labour employment in
the recent years, while shaping social and economic
conditions within the European Union.  
The deterioration of economic environment, especially the
financial sector turbulence, has increased unemployment
risk therefore most of EU members implemented various
structural reforms to increase labour employment
(Matouschek et al., 2008). Labour market is thus
influenced by targeted employment and labour policies
addressing the impact of the crisis, as well as by structural
changes that may be caused by the economic crisis (Byrne
& Strobl, 2004). Thus, it is essential to take into
consideration different labour market policies that aim at
lowering the impact of the crisis on workers and reduces
the gap between economic growth and labour market
improvements.  
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1. A General View of the Consequences  
of Economic Crisis in Europe 
The current economic crisis impacted all major economies 
at once, making recovery more difficult. Economic crisis 
associated with credit crunches and busts are worse than 
other type of crisis as they tend to be longer on average 
and have much larger output losses (Claessens et al., 
2008; Reinhart & Rogoff, 2008). Moreover, problems in 
the financial sector have a negative effect on international 
trade, exacerbating the problems of an already constricted 
aggregate demand. The onslaught of the financial crisis of 
2007 – 2009 and the economic downturn that followed 
came after the so-called “great moderation”, a term that 
d e s c r i b e s  a  l a r g e  f a l l  i n  t h e  c y c l i c a l  v o l a t i l i t y  o f  r e a l  
economic activity in general and output volatility in 
particular starting in 1984 (Kenc & Dibooglu, 2010). 
The significant impact of the economic crisis that began in 
the final months of 2008 on labour markets in developed 
economies intensified in 2009 and spread to emerging 
markets and developing economies, mainly through a 
sharp contraction in international trade.  
In 2007, GDP growth started to decrease and by 2009 
this decrease was significant and GDP growth rates were 
now negative: -5.9% for Japan, -4.1% for the European 
Union and -2.5% for United States, due to unfavourable 
global economic environment. I n  t h e  E u r o p e a n  U n i o n ,  
except for Poland, all member states registered negative 
GDP growth rates in 2009. As economic growth forecasts 
continued to be revised downwards, reaching negative 
levels, labour market conditions continued to deteriorate. 
The latest GDP growth projections point to a stronger 
recovery of the economic activity in 2010 with positive 
effects on long-term economic development, highlighting a 
slight recovery of the labour markets and by 2011 GDP 
growth is expected to be positive.  
The current global job crisis represents a clear, adverse 
break in the historical unemployment series for many 
countries and the lowest unemployment scenario, 
obtained by applying the historical relationship between 
GDP growth and unemployment is still unlikely to provide 
an accurate projection. Also, the significant policy 
response implemented by many governments, including 
fiscal stimulus and other measures played a great role in 
reducing unemployment social effects. 
 
  
Figure 1. GDP growth in the European Union, 2009, % 
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Labour markets in the European Union started to weaken 
considerably in the second half of 2008, deteriorating 
further in the course of 2009. Increased internal flexibility 
(flexible working time arrangements, short-time working 
schemes, temporary closures), together with nominal 
wage concessions in return for employment stability in 
some firms and industries appears to have prevented, or 
only delayed, more significa n t  l a b o u r  i m p a c t s .   A l s o ,  
segmentation of the labour market is highlighted as the 
barriers that give rise to segmentation need to be 
addressed in relation to the recovery from crisis. 
 
  
Figure 2. Correlation between GDP growth and unemployment rate in the European Union, 2009 
 































































Figure 3. Unemployment rate in the European Union, 2009, % 
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2. The Dynamics of the European Labour Market 
and Unemployment in Times of Crisis 
Unemployment has been a recurrent problem in several 
countries for the last decades and it has become a major 
concern among not only policymakers but also the society 
as a whole (Gomes & Silva, 2008). The unemployment 
rate is the most widely used indicator of the well being of 
a labour market and an important measure of the state of 
an economy in general (Byrne & Strobl, 2004). While the 
unemployment rate is in theory straightforward to 
calculate, in practice it is quite difficult to classify non-
employed working age persons as unemployed, rather 
than out of the labour force. Thus, while comparability of 
unemployment rates across countries certainly requires 
adoption of common standards, if these standards are 
stringently applied there may be some trade-off in terms 
of applicability.    
Until the financial crisis in the summer of 2007 the EU 
labour markets had performed relatively well. In direct 
contradiction with moderate economic growth, EU labour 
market’s performance continued also in 2007, leading to 
a net employment growth of 3.5 million people (1.8% 
compared to 1.6% in 2006). This significant increase 
pointed out a major gap between employment and GDP 
growth and a positive impact for the new member states. 
Unemployment declined to a rate of about 7% despite a 
very substantial increase in labour force, especially of non-
EU nationals and women. The decline in unemployment 
rate had not led to a notable acceleration in inflation, 
implying that the level of unemployment at which labour 
shortages start to produce wage pressures (for example, 
structural unemployment) had declined. 
In 2008 the unemployment rate was under the level of 
10% in all member states, except for Spain (11.3%). The 
lowest unemployment rates were registered by Poland 
(2.5%), Denmark (3.3%), Cyprus (3.6%) and Austria 
(3.8%). In 2009, unemployment situation is very different, 
seven member states registering unemployment rates 
above the 10% target: Spain (17.9%), Latvia (16.9%), 
Lithuania (14.5%), Estonia (13.6%), Slovakia (12.3%), 
Ireland (11.7%) or Hungary (10.5%). The lowest 
unemployment rate was registered by Netherlands (3.4%) 
and Denmark (4.5%) even though these rates are higher 
compared to 2008. The differences between member 
states concerning unemployment reflect largely the 
differences between structural unemployment and long-
term unemployment. On average, the EU structural 
unemployment rate was of 7.1%, the highest structural 
unemployment rate was registered by Slovakia (12%) and 
the lowest rate by Netherlands (3.2%). Furthermore, in 
some member states the long-term unemployment rate 
was very high, especially in Slovakia (8.3%) compared to 
the EU average of 3%.  
The hysteresis hypothesis of NAIRU, which characterizes 
unemployment as a stationary process, states that cyclical 
fluctuations in the labour market might affect the 
 
  
Figure 4. NAIRU in the European Union, 2009, % 
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unemployment rate permanently and might lead to a long-
term persistence. 
The hypothesis could be relevant for Romania because 
the raise and variations of unemployment rate in the past 
decades was bound to affect the natural rate of 
unemployment due to insiders’ bargaining power. Thus, 
the evolution of NAIRU in Romania follows an increasing 
path during 1995 – 2011 also due to a very high and 
dynamic unemployment rate. Therefore, factors that led to 
an increased unemployment, including policies aimed at 
reducing inflation, will generate an extra cost due to 
unemployment persistence. In Romania, this is not 
d i f f e r e n t  d u e  t o  m a n y  f a c t o r s  s u c h  a s  a  s e r i e s  o f  
unsuccessful economic stabilization plans, a lack of 
investments in infrastructure, a severe deficiency in the 
educational system and demographic changes in the 
country. 
To minimize the risk of mass unemployment many EU 
member states have introduced government sponsored 
schemes available to employers to supplement wages of 
employees working reduced hours (short working 
arrangements or part-time unemployment). These 
schemes give firms the possibility of reducing their activity 
in case of short-term fall in industrial orders or exceptional 
circumstances, while allowing employees to keep their 
contractual relationship. In order to remain effective, 
these short-term measures need to be complemented by 
measures supporting the employability and the easing of 
labour market transition.     
Labour market is one of the most important mechanisms 
for transmitting the benefits of economic growth to 
different groups in society (Murat, 2009). Female 
participation in the labour market not only provides 
women with an access to income, it can also be an 
effective means of socio-economic empowerment. 
Women’s labour participation can change the dynamics of 
the entire labour market and can play an important role in 
the economic growth, especially of a developing country.     
In general, in regions where women were more likely to 
be unemployed than men before the current crisis, 
unemployment rate increases are expected to be higher 
for women than for men. In these regions, where women 
usually face stronger barriers to labour market entry and 
have more difficulties finding a job, the crisis would 
exacerbate the existing differentials. In regions with 
limited gaps between the sexes in terms of employment 
opportunities preceding the current crisis, such as 
developed economies and the European Union, the crisis 
could lead to a convergence of male and female 
unemployment rate due to significant increases in male 
unemployment. On the other hand, because women tend 
to be disproportionately represented in temporary 
employment, they may be more at risk of losing their jobs 
first, as firms gradually downsize. In addition, the difficult 
economic conditions and loss of income caused by their 
partners having lost their job, could lead women who 




Figure 5. NAIRU and unemployment rate in Romania, 1995 - 2011, % 
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Gender impact of the present economic and financial global 
crisis depends on the relative sizes of these effects, which 
vary across countries. In 2009, male unemployment rates 
were higher than female unemployment rates in most of 
the EU member states, especially in Latvia (20.3% for men 
compared to 13.9% for women), Lithuania (17.1% com-
pared to 10.4%), Ireland (14.9% compared to 8.0%) and Es-
tonia (16.9% compared to 10.6%). Spain, Greece and Slo-
vakia registered the highest female unemployment rates of 
18.4%, respectively 13.2% and 12.8%. The situation is 
quite different than the one registered in 2008, when only 
seven member states registered male unemployment rates 
higher than female unemployment rates: Latvia, Denmark, 
Ireland, Romania, United Kingdom, Lithuania and Estonia. 
The lowest female and male unemployment rates were 
registered by Netherlands (3.5%, respectively 3.4%), Austria 
(4.6%, respectively 5.0%), Luxembourg (6.1%, respectively 
4.8%), Cyprus (5.5%, respectively 5.1%). In the present con-
text, of limited employment opportunities, the new entrants 
to the labour force, men or women, are generally more 
 
  
Figure 6. Gender unemployment rate in the European Union, 2009, % 
 



























































































































































































Figure 7. Youth unemployment rate (less than 25 years), yearly averages, 2009, % 
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likely to join the ranks of the unemployed, resulting in a 
higher unemployment rate. 
The impact of the economic crisis may be particularly 
severe for youth, who face a persistent shortage of 
employment opportunities as they look to enter the labour 
market at a time when companies are facing pressures to 
downsize and lay-off experienced employees. In the 
European Union, almost all member states registered very 
high youth unemployment rates in 2009: Greece (37.8%), 
Latvia (34.3%), Lithuania (32.1%), Estonia (27.5%), 
Slovakia (27.4%), Hungary (26.5%) or Sweden (25.0%). 
The lowest youth unemployment rates were registered by 
Netherlands (6.6%), Germany (10.3%) or Austria (10.6%). 
In Romania, youth unemployment rate registered a slight 
increase to 18.8% in 2009 compared to 18.5% in 2008, 
but is still lower that the one registered in 2007 of 20.1% or 
in 2006 of 21.4%, meaning that the policies and measures 
adopted are having positive effects youth employment. 
Once the transition from education to employment is over, a 
further challenge remains: finding a relatively stable situa-
tion on the labour market. Young people tend to be far 
more affected by unemployment than their elders.  The rise 
in youth unemployment is especially alarming given that 
prior to the onset of the current crisis, young people were 
already 2.8 times as likely to be unemployed than adults on 
average at the global level. In fact, unemployment rates 
were usually two to sometimes five times higher among 
those aged 15 to 24-year-olds than among the population 
aged 30 - 54. 
While monitoring unemployment is the key to assessing 
the impact of the crisis on labour markets in developed 
economy, an equally important indicator for developing 
economies in particular is the number of people in vul-
nerable employment. Vulnerable employment is the sum 
of own-account workers and contributing family workers 
(Zanetti & Thomas, 2009). This type of workers are less 
likely to have formal arrangements and are therefore 
more likely to lack elements associated with decent em-
ployment such as adequate social security and recourse 
to effective social dialogue mechanisms. At the same 
time, wage workers (employees) can also carry a high 
economic risk, particularly casual wage workers and those 
on temporary contracts who are often the first to be dis-
missed in a downsizing firm. Vulnerable employment is of-
ten characterized by inadequate earnings, low productivity 
and difficult conditions of work that often undermine 
fundamental labour rights. The combination of a rise in 
vulnerable employment and decline in labour productivity 
is likely to result in an increase in working poverty. 
Conclusions 
The recent 2007-2009 crisis has proved that financial 
system was not able to withstand the stresses that came 
about with an increase in the size and dispersion of global 
imbalances and the associated capital flows. Any sensible 
approach at financial reforms must be completed with 
addressing issues related to global imbalances and must 
include remedies for allocating global financial resources 
so that they are used where are most productive. 
Therefore, a priority for international institutions and policy 
makers must be providing environments where global 
financial resources can go in the right direction.   
The impact of the economic and financial global crisis on 
labour markets has been substantial, as reflected in sharp 
increases in global and regional unemployment rates. 
Increasing employment generation and reducing 
unemployment rates to pre-crisis levels represent 
significant steps toward an eventual labour market 
recovery. As consequence of the global economic and 
financial crisis, both developed and developing economies 
are facing massive labour market adjustments, due to the 
increase of unemployment and increasing level of poverty. 
Labour markets tend to recover slowly after such a 
contraction of economic activity and usually remain 
behind economic growth, while unemployment persists at 
higher levels than before the crisis. Labour markets 
worldwide remain distressed, with limited employment 
prospects, major job insecurity and a risk of further 
deterioration in labour market indicators. In developing 
countries, labour market conditions are likely to remain 
weak with a high incidence of vulnerable employment and 
a large number of workers at risk of poverty. In these 
economies, the crisis poses a serious threat to investment 
in infrastructure and capital goods that are essential for 
continued development and for continued generation of 
higher value-added wage employment. 
The labour market recovery path is likely to vary across 
countries depending on the overall economic recovery 
path, a function of numerous factors such as fiscal and 
monetary policy, the level of export-dependence and the 
resilience of domestic markets, investment, including 
foreign direct investment flows, remittances, commodity 
prices and other factors. Labour market is also influenced 
by targeted employment and labour policies addressing 
the impact of the crisis, as well as by structural changes 
that may be caused by the economic crisis. Thus, it is 
essential to take into consideration different labour 
market policies that aim at lowering the impact of crisis on 
workers and reduces the gap between economic growth 
and labour market improvements. Labour market policies 
should play a complementary role in response to 
economic crisis, through maintaining labour demand by 
creating new jobs and maintaining the existing ones, 
improving the possibilities of employment for persons 
seeking for a job, improving compatibility between labour 
demand and supply and by giving support to those who 
lose their jobs. Overall, the lack of a monitoring and labour 
market evaluation policy systems generates difficulties in 
establishing adequate labour market measures in time of 
economic crisis. Thus, there are three priorities which can 
be the basis for revised employment guidelines 
concerning more jobs, which is explained as the creation 
of new jobs and the mobilisation of a larger working 
population by increasing the participation and 
employment rates as well as managing economic 
migration, by combining aspects of labour demand and 
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supply, also concerning better jobs from two perspectives 
of, first, higher quality that raises productivity and, second, 
improved working conditions that also contribute to 
productivity while improving pay and job satisfaction. 
Another important aspect refers to fairness and security 
for all, comprising opportunities for inclusion in the labour 
market, facilitating transition and providing adequate 
insurance against labour market and other social risks.  
In economic terms, employment policy has to mediate 
between the continuing effects of established underlying 
drivers, new long-run influences and the shorter-term 
consequences of the crisis. There is an analytic 
justification for a focus on employability motivated by the 
n e e d  t o  t a c k l e  h i g h  a n d  p e r s i s t e n t  l o n g - t e r m  
unemployment, but that in the coming decade, a focus on 
activation and curbing segmentation will also stem from 
the need to increase the size of labour force. Yet in 
recovery from crisis, priority manifestly has to be given to 
boosting labour demand.  
The motivations for labour supply and human capital 
enhancement follow from the emphasis on more and 
better jobs, while also responding to the imperatives of 
anticipating the challenges of ageing and of intensifying 
global competition in the knowledge economy. The main 
analytic justification is that labour supply, quantitative and 
qualitative, is conceptually clear and coherent, that would 
offer a basis for a coherent policy mix. 
Employability as a social as well as economic aspect goal 
is not neglected, thereby offering one route towards an 
enhanced social dimension. Thus, macroeconomic 
elements might be uppermost in the short-term, but 
policies to mitigate long-term unemployment and 
hysteresis are still relevant and very important. 
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